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UNTED STATES POSTAL SERVICE RESPONSE TO INTERROGATORIES OF 
ADVO, INC. 

ADVO/USPS-26. Please refer to LR H-182, spreadsheet STDAMPWT.XLS. Explain 
the source and units (e.g., costs or weighted direct tallies) of the numbers in 
MODWIND, BMCWIND, and NMODWIND columns D-S. 

RESPONSE: 

The values appearing in columns D-S of sheets MODWIND, BMCWIND, and 

NMODWIND in STDAMPWT.XLS are the sum of the tally dollar value of direct tallies 

belonging to the particular mail processing cost pool, activity code, and weight 

increment represented by each cell. For this analysis, a direct tally is defined as a tally 

to which an activity code in the range of 0010 - 4950 was assigned 



UNTED STATES POSTAL SERVICE RESPONSE TO INTERROGATORIES OF 
ADVO, INC. 

ADVOIUSPS-27. Please provide the source of the density (pounds/cubic feet) figures 
used in LR H-108 spreadsheet SA96SHP.XLS (BRCRT). 

RESPONSE, 

The values for letters and flats are found in Supplement 1 to USPS LR-MCR-13, 

filed in Docket No. MC95-I. The value for parcels is found in Appendix C of USPS LR- 

PCR-38. filed in Docket No. MC97-2 



UNTED STATES POSTAL SERVICE RESPONSE TO INTERROGATORIES OF 
ADVO, INC. 

ADVOIUSPS-28. Please refer to USPS LR-H-182. Please provide, in a format 
similar to Tables 1 and 2 and Charts 1 and 2, adjusted attributable costs, mail volumes, 
and unit costs separately for (I) Regular Rate Carrier Route total and (ii) Regular Rate 
Carrier Route flats, after adjustment for presort level and dropship characteristics. 
Please explain and provide your derivations. 

RESPONSE: 

Attached to this response are tables detailing the requested adjustments. The 

first two tables show the source of the modeled costs used to calculate the 

adjustments. Table 1 shows the derivation of the modeled costs for each level of 

destination entry. Table 2 shows the source of the mail processing and delivery 

modeled costs. 

Table 3 shows the calculation of the adjustment for differences in drop-shipping 

between weight increments. Weight by entry discount and weight increment was 

developed from the spreadsheet “ESTSAR96,XLS”, which is found on the CD-ROM 

accompanying library reference H-108. To calculate the adjustment, the modeled costs 

for each entry location are multiplied the pounds entered at that location. These costs 

are summed over the four entry locations for each weight increment and divided by the 

total weight in that weight increment. This yields the average modeled cost per pound 

for each weight increment. The average modeled cost per pound is also calculated for 

the total of weight summed across all weight increments. This average cost per pound 

for all mail is subtracted from the average cost at each weight increment and then 

multiplied by the average weight per piece to yield the adjustment factor. The 

adjustment factor for each weight increment is the difference, in cents per piece, 

between the modeled costs at each individual weight increment and the modeled costs 

for all mail in the subclass 

-- .-- 



UNTED STATES POSTAL SERVICE RESPONSE TO INTERROGATORIES OF 
ADVO, INC. 

Table 4 displays the calculation of the adjustment factors for differences in 

presort level between weight increments. These calculations are essentially the same 

as the calculations for adjustment for destination entry, except that the step of 

converting from pounds to pieces is not necessary. The mail volumes by presort level 

and weight increment were also developed from data in the spreadsheet 

“ESTSAR96.XLS”, which is found on the CD-ROM accompanying library reference H- 

108. 

Table 5 shows the application of the adjustments to the original unit costs by 

weight increment. The adjustment factors calculated in Tables 3 and 4 are subtracted 

from the original unit costs to yield adjusted unit costs. The primary effect of the 

adjustments is to lower the unit costs in the heavy weight increments. This occurs 

because mail in these weight increments is less presorted and dropshipped less often 

than mail in the lighter weight increments. 

Charts 1 through 4 shows the original and adjusted unit cost curves for regular 

mail, regular flats, ECR mail, and ECR flats respectively. 
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Chart 1, Response to ADVOIUSPS-28 
Unit Cost by Weight Increment - Standard Mail (A) Regular 
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Chart 2, Response to ADVOIUSPS-28 
Unit Cost by Weight Increment - Standard Mail (A) Regular Flats 
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Chart 3, Response to ADVOIUSPS-28 
Unit Cost by Weight Increment - Enhanced Carrier Route Mail 
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Chart 4, Response to ADVOIUSPS-28 
Unit Cost by Weight Increment - Enhanced Carrier Route Flats 
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Entry 

No Discount 
BMC 
SCF 
DDU 

Table I, Response to ADVOIUSPS-28 
Standard (A) Mail 

Destination Entry Savings and Costs 

Cost to Transport 
Dropship Savings and Crosdock 

per pound (cents per pound) 

(1) (2 

13.79 
0.0904 4.75 
0.1105 2.74 
0.1379 

Breakpoint l/ 

(1) USPS LR-H-111 
(2) Equals the DDU savings minus the savings for each row. 

From USPS-T-36, Workpaper 1 



Table 2, Response to ADVOIUSPS-28 
Mail Processing and Delivery Costs: Standard (A) Mail 

Test Year (in cents) 

Regular Subclass 
Presort 

Flats 
Basic 
3/5-digit 

Mail 
Processing 

19.16 
11.42 

Delivery Total 

7.00 26.16 
7.00 18.42 

Letters 
Basic 
3/5-digit 

9.03 3.82 12.85 
6.74 3.79 10.53 

Automation 
Flats 

Basic 
3%digit 

Letters 
Basic 
3.digit 
5-digit 

16.34 6.22 22.56 
9.24 6.22 15.46 

5.27 3.46 8.74 
4.73 3.42 6.15 
3.42 3.36 6.76 

Enhanced Carrier Route 
Letten 

Auto 
Basic 
High-density 
Saturation 

Flats 
Basic 
High-density 
Saturation 

2.91 3.36 6.27 
2.51 4.37 6.87 
1 .oo 3.76 4.76 
1 .oo 2.85 3.86 

4.54 5.65 10.38 
2.41 5.16 7.57 
2.41 3.50 5.91 

Source: Exhibit USPS-29C, page 2, except for mail processing cask for fiats, 
which are from USPS-T-26, Table Ill-l (actual mail makeup). 
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Table 5, Response to ADVOIUSPS-28 

Summary of FY96 Unit Cost and AdJusted Unit Cost by Welght Increment for Standard (A) Regular and Enhanced Carrier Mail 
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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO THE INTERROGATORIES OF ADVO 

ADVOIUSPS-29. This question relates to the relative volumes of mail processed 
through the facencanceler operation. To the extent that specific volume data is 
unavailable, please provide the Postal Service’s best estimate, either quantitative or 
qualitative (e.g., “virtually all,” “the great majority,” “a substantial portion,” “more than 
half,” “50 percent,” “virtually none,” etc.). 

(a) Of the total volume of single-piece First Class Mail approximately what 
percentage is processed through the facer/canceler operation? 

(b) Of the volume of single-piece First Class Mail in (a) that is processed 
through the facerlcanceler operation, approximately what percentage requires such 
processing because of the need to either cancel stamps or properly face the mail? 

Cc) Of the total volume of Standard A Bulk Rate Regular mail, approximately 
what percentage is processed through the facer/canceler operation? 

Cd) Of the volume of Standard A Bulk Rate Regular mail in (c) that is 
processed through the facer/canceler operation, approximately what percentage 
reauires such processing because of the need to either cancel stamps or properly face 
the mail? If any Standard A Bulk Rate Regular mail requires such processing, please 
explain why, in light of the facts that this mail (I) cannot use uncanceled stamps, and (ii) 
must be prepared by the mailer in bulk, presorted, and properly faced in trays or 
bundles. 

Response: 

a. Approximately 65%. 

b. Virtually all. 

c. Virtually none 

d. Not applicable 

.__. ---. -- 



CERTIFICATE OF SERVICE 

I hereby certify that I have this day served the foregoing document upon all 

participants of record in this proceeding in accordance with section 12 of the Rules of 

Practice. 

Anthony F. Alverno’ 

475 L’Enfant Plaza West, S.W. 
Washington, D.C. 20260-I 137 
October 1, 1997 


